
ITEM 9A: QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT
MARKET RISK

Ge.neral

The currency of our primary economic environment is the dollar. However, we have balances and
activities in other currencies. We are fuerefore expose<! to market risks arising from changes in currency
exchange rates. We are also exposed to market risks arising from changes in interest rates.

From time to time, we use financial insiruments and derivatives in order to limit Our exposure to
risks arising from changes in exchange rates between the dollar and the N1S and other currencies and in
interest ntes. However, we cannot assure that the use of such in&truments,witl eliminate our exposure to
additional exchange rate or interest ra~ risks.

Exchange Rate Risk Management

Our functional currency and that ofmoSt of our subsidiaries is the dollar. Acc.ordingly, We
attempt to protect ourselves against exposure' arising from the difference between assets and liabilities in
each currency other than the dollar ("Balance Sheet Exposure'1. We strive to limit our exposure through
"natural" hedging, i.e., attempting to maintain similar levels of assets and liabilities in any given currency,
to the extent possible. However, this method of "narural" hedging is nol always achievable..

The tahIe below details the balance of the Balance Sheet Exposure by currency:

December 31,1999
Liabilities - short term (in thousands)
Variable rate debt:

In NIS 5,276
Interest rate 11.3y.. 12.l%

Inferest Rate Risk Management

Due to the existence of asselS and liabilities with different interest rales and maturity dates, we are
exposed to changes in interest rates.
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The table below detail. the Balance Sheet Exposure by <"",,ncy and interest rate.:

Expeaed Maturity Dales

2000 2001 Maturity
Unknown

Assets: (In thou.ands)
Sbort teJm- in OS
dollm: 61,540
Fixed rate
Interest rate 5.4%·6.69%

Long tenn - in US
dollars: 50,000 59,000
Pixed rate
[merest rat~ 5.710/..5.79% 0%

Liabilities:
I) long·tenn - in US

dollars: 575,000
fixed rate debt·
In dollars
Interest rate 6.5%

2) sbort-tenn
.variable rate debt- ..
In dollm 1,710
average intereit rate 6.85%

TnNIS 5,276
average interest rate 11.30/0-12.1%

Interest rate option(') 520,000

(') In May, 1997 we bought a three ye.r call option to protect us in the event the Libor interest rate
exceeds 7.5%. Upon the exercising of the option, we will be entitled to the difference between the then
Libor interest rate and 7.5%, multiplied by 520,000,000. This call option was not exercised and expired in
May2000.

Tn 1998 and 1999, we made long.lenn loans in the amount of59,000,000 to an associated
company: 58.500,000 in 1998 and 5500,000 in 1999. The loan, do' not bear interest and are without a
maturity date.

In February 2000, we completed a prlvate offering of 5350 million ofconvertible aubordinated
notes due In 2005, to Qualified Institutional Buyers. The note. are convertible into ordinary shares at a
conversion price of5186.\8 per .hare. Each note will bear annual interest of 4.25% payable .emianoually.
See also nOle 16a ofthe Notes to tne Consolidated Financial Slatements.
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ITEM 10: DIRECTORS AND OFFICERS OF REGISTRANT

Directors and E.ecutive Omcers

Our directors and ..e<:Utiv. officers and key ...cutives of our subsidiaries as ofJun. 16,2000 are
as follows:

Name
Yo.' Oal(l)(2) : .

Amiram L.vinberg(I){2) .
Shlomo Tirosh(3) .
Dol' r.dmor(l)(3) .
John Connelly(4) , .
Dr. Oid.on Koplan ,' .
Yoav Leibovilch .

Joshua Levinberg ..
Joann R. Blasberg .
Erez Antebi .
Alan Fre"" .
Sheldon Revkin .
D.vid R. Shiff .
Robert Oivens .

W Po,ltlon
48 Chairman ofth. Board ofDireclors and Chief Exacut;ve

Officer
44 Pr.sident, Chi.fOperating Omcer and Director
54 Director
10 Director
56 Director
44 Vice President, Technology
42 Vice Presiden~ Fin.nce and Administration and Chief

Financial Offi..,.
46 Senior Vice President, Business Development
48 Vice President and Oeneral Counsel .
40 Vice President, Oeneral Manager for Asia, Australia and Africa
52 ChierEx""utiv. Omc.r and Pr.sident, Oil.t Florida
56 President and ChiefOperating Officer, Spacen.t
42 Vice President, Sales and Marketing, Spacen.t
54 Presiden~ Gilat Europe

(I) Memb.r ofthe Stock Option Committee. For approval of stock option grants 10 employees who
are also directors, the Stock Option Committee also includes Mr. Tadmor.

(2) Member oftbc: Compensation Committee.
(3) Member of the Audit Committee.
(4) Mr. Connelly is a nominee ofGE Americom, purSlJant to a voting agreem.nt among certain ofthe

principal shar.holders ofGilat concerning !he .I.ction of directors.

Yoe! Gat is '" co--{ounder ofGilst and has been its Chief Executive Officer and a Director since
Oilat's incoption and since July 1995 has served as the Chairman ofth. Board of Directors. Mr. Gat is a
member ofthe Stock Option and Compensation Committees ofthe Board. Until July 1995, Mr. Gat also
served as the President of Gilat. From 1974 to 1987, Mr. Oat ••rved in thelsrael Defense Forces ("IDF").
In his last position in servic., Mr. Gat was a s.nior .lectronics engineer in the Israel Minisllj' of Defens.
("'MOD"). Mr. O.t is. two-time winner ofthe Israe' Defense Award (1979 and 1988), Israel's most
prestigious rese.rch and development .ward. Mr. Oat is also Chairman ofth. Board of Dir.ctors of KSAT,
in which Gilat holds a minority interest. Mr. Gat also ser:v.d as the Chainnan ofthe MOST Consortium and
is a director oflLAN-GAT Engineering Ltd., a civil contracting company whose shares are publicly traded
on the Tel Aviv Stock Exchange and ofwhich m.mb.rs ofhis family are major shareholders. Mr. Oat is
Chairman of the Board of Directors of Gilat-To-Home, Inc. Mr. Gat received a bachelor ofscience degree
in .I.ctrical engineering and electronics from the Technion-israelJnstitute of Technology and a masters
degree in management scien.. from the R.tanali Graduate School ofBusiness Administration of Tel Aviv
University, where he concentrated on lnfonnation systems.

Am/ram Levu,berg is a co-Jound.r of Gilat and has been a Director and ChiefOperating Officer .
since inception, and since July 1995 bas served as President Mr. Levinberg is a m.mber ofthe Stock .
Option and Comp.nsation Committees of the Board. Until July 1995, he served as Vice President of
Engineering. In this capacity, h. supervised the development orOilat's OneWay and Skystar Advantag.
VSATs. Mr. Levinberg is also a director of Gilat Communications. From 1977 to 1987, Mr. Levinberg
served in a research and development unit of the IDF, wher. he managed a large research and dev.lopment
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projtct. He was .worded the Israel Defense Aw",d in 1988. Mr. tevlnberg is. graduate ofthe Technion,
with a bachelor ofscience degree in electrical engineering and electronics and masters of.clence degree in
digital communications.

Sh/omo Tiro." is a eo-foundcr ofGilat and has been a member of the· Board of Directors since
inception, serving as Chainnan ofthe Boilrd ofDirectors untilluly 1995. Mr. Tiro.h is a member ofthe

. Audit Committee ofthe Boud. Since July 1990, Mr. Tirosh has served as Chairman ofthe Board, Chief
Executive Officer .nd Pr..idont of Gilat Communications. From 1964 to 1987, Mr. Tirosh smed in the
IDF, where he held a variety ofprofessional and field command positions (retiring with the rank of
colonel). From 1980 to 1985, he headed .I",&e research and development uni~ and from 1985 to i987, he
managed aiarge-scale technology project forthelMOD.ln 1988, he received the Israel Defens. Award.
Mr. Tirosh holds a bachelor ofarts degree (summa C1JDl laude) in economics from Bu-llan University in
RamatGan.

Do" Tadmo, has been a Director of Gilat ainee July 1994 and is a member ofthe Audit and Stock
OptionCommiltees of the Board. Mr. Tadmor served as Managiog Director ofDIC and D1CFM from 1985
until March 1999. Mr. Tadmor holds a bacbelor of law degree from the School of Law and Economics in
Tel Aviv.

In August 1999, an Indictment was filed by the Tel Aviv District Attomey's Office in the Tel
Aviv Magistrate's Court alleging certain violations ofthel"aeli Securities Law by DIC and certain of its
officers, including Mr. Dov Tadmor, in his capacity as the fonner CEO ofDIC. The Indictment alleges
that DlC's annuai and quarterly financiel statements for the period 1990·1995 were misleading in
connection with the failure to anach to orc's financial statements sent to the Tel Aviv Stock Exchange and
the Israel Registrar of Companies the financial statements of three private Israeli companies ofwhich DlC
was a shareholder. In December 1999, Mr. Tadmor and the other defendants pleaded not guilty to the
charges, although one ofthe defeodants subsequently entered into a plea agreement with the prosecution.
The court commenced evidentiary proceedings in May 2000.

Jolin Connelly )Yas appointed a Director in January 1999. Since 1992, Mr. Connelly has served as
Cbairman and ChiefExeculive Officer of OE Americom. Mr. Connelly joined the General Electric
Company in 1967, and has served in a number of capacities at General Electric and its affiliates since that
lime. Mr. Connelly holds a bachelor of science degree form Niagara University and a masters in busine..
administration from St. Jobn's Universiry.

Gideon Kaplan joined Gilat in 1989 as VIce President of Technology. From late 19&7 to 1989,
Dr. Kaplan was employed as a research engineer with QUALCOMM, Inc., a mobile satellite
communications and cellular radio company. From 1978 to 1987, Dr. Kaplan served in a research and
development unit of the IOF and received the Israel Defen.e Awilrd in 1984. Dr. Kaplan received a
bachelor of science degree in electrical engineering, a moster of science degree and doctorale in electrical
engin••ring from the Technion. .

YoavLtlbovlrch joined Gilat in early 1991 as Vice President of Finance and Administration and
ChiefFinancial Officer. Since joining Gilat, Mr. Leiboviteh has also served as acting' ChiefFinancial
Officer ofGilat Inc. He is a director of GVT. From 1989 to 1990, Mr. Leibov1teh worked in the United
Slale. at Doubleday Books and Music Clubs os special advisor for new busine.. development. From i985
to 1989, b. was the Financial Officer ofa plll'lnership .,,"onr; Bertelsmann, A.G., a luge German media
and communication company; Clal Col'J'oration, • major Israeli industrial holding company; and Yediol
Ahuonot, an Israeli daily ntWSp"P.... Mr. Leibovitch is a graduate ofthe Hebrew University ofJeru..lem
with a bachelor of arts degree In economics and accounting, and a masters degree in business .
administration specializing in finance and banking. Mr. Leibovitch is a Certified Public Accountant in
Israel.
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JosT,ua LevInberg is aco-founder of Gilat and since Iune 1999 serves as Senior Vice President
for Business Development of Gilat, having previously served in that position from 1994 to April 1998. At
that time, Mr. Levinberg be<:ame Chief Executive Officet ofGVTuntillune 1999. from 1989 until
September 1994, he served as Executive Vice President Bnd General Manager ofGBat Satellite Networks,
Inc. From 1987 until the formation of Gilat Satellite Networks, Inc. in 1989, Mr. Levinberg was Vice
President ofB"'iness Development of Gilat From 1985 to 1987, Mr. Levinberg held various positions,
including Manager of System nevelopment8Jld Marl<eting Manager at the Israeli subsidiary of DSP Group
Inc., a U.S. company specializing in digital signal processing. from 197910 1985, he worked in the
Communications Engineering Department of Elrisa Ltd., a manufacturer of sophislicated weapons and
communications systems. Mr. Levinberg is a graduate ofTel Aviv University, with a bachelor ofscience
degree in electrical engineering and electronics. Amlram Levinberg, a director, President and Chief
Operating Officer ofGilat and Ioshua Levinberg are bro1hers.

Joann R. BWberg joined Gilat in August 1995 as Vice President and General Counsel. Prior to
joining Gilat M•. Blasherg was a partner in the fmn ofKleinhendler & HaleVY,lSraeli counsel to Gilat
having been assocjat~ with that finn from May 1987. Prior to irnmigratingto Israel in December 1986,
Ms. Blasberg was an associate with the firm. ofSiff &. Rosen from May 1984 and Krooish Leib Weiner &.
Hellman from August 1982 until Moy 1984. Ms. Bluberg served u Principal Law Clerk to Chief Iudge
Lawrence H. Cooke ofthe New York State Court of Appeals from 1979 to August 1982. Ms. Blasberg
received a law degree in 1979 from Brooklyn Law Scnool (summa cum laude) and received a bachelors
degree in sociology from Queens College.

Ere: Antebl currently ,erves as Gilat's Vice Presiden~ General Manager for Asia, Australia and
Africa. From September 1994 until the beginning of 1998, he ser;ed as Vice President and General
Manager of Oilat Inc. Mr. Antebijoined Gilat in May 1991 as product manager for the Skystar Advantage
VSAT prodUct. From August 1993 until August 1994, he served as Vice President Engineering and
Progrlim Management ofGilat inc. Prior to joining Gila~ Mr. Antebi worked for a private importing
busine.. from 1989 to 1991, after haVing served as marketing manager for high frequency radio
communications for Tadiran Limited, a defense electronics and telecommunications company. from 1987
10 1989 and as a radar systems deveJopment engineer at Rafael, the research and development and
manufacturing arm ofthelDF, from 1981 to 1987. Mr. Antebi recoived a bachelor ofscienee degree and
master of science degree in electrical engineering from the Technion.

Ala" Freecejoined Gilat Flnrid. in July 1997 as President and became Chief Executive Officer of
that company in Janual)' 1998. Prior to joining Gilat Florida, Mr. Freece was Vice President ofMarl<eting
and Business Developmentat Spa..net from 1995 to 1997. From 1984 to 1994, Mr. Free.. served in
,everal capacities, including Vice President of Marketing and Sales and President for Scientific Atlanta
Private Network, VSAT Division. from 1973 to 1984, he was with Harris's. Satellite Communications .
Division. Mr. Freece received a bachelor of science degree In electrical engineering from the University of
Illinois and a masters degree in business administration ~rom the University of Florida. .

Sheldon (Shelly) RevkTn joined Spaeenet in Ianuary 1999, as President and Chief Operating
Officer. Prior t,o joioing Spacenet Mr. Revkin was Senior Vice President and General Manager ofthe
Wirele.. Networks Division ofHughes Network Systems, Inc. (HNS). Mr. Revkinjoined fINS In 1978 and
held several executive-Iovel morketing, sales and operations positions within the company. Revkin holds a
bachelor of science degree in electrical engineering from Pratt Institute in New York City, a master of
science degree in electricaleogineering from Polytech University in Brooklyn, New York, ,and a master of
business administration degree in f'!Jl"'ce and marketing from Lynchburg College in Lynchburg, VA.
Revkin is a member ofEta Kappa Nu, Tau Beta Pi, and thelnstitule of Electrical and Electronics
Engineering (IEEE~

David R. SiI!fJjoined Spacenet in December 1998, as Vice President ofSales and Marl<eting.
Prior 10 joining Spacenet Mr. Shiff spent 15 years with Hughes Network Systems, a division of Hughes
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Elect'onics. Fa, the last lWO years he served as Assistant Vice Presiden4 North American Sales, for the
Satellite Networks Divisions oflINS. M,. Shiffholds a degree in mechanical engineering from the
University of Wisconsin.

Roben Givens joined GUat in the Spring of2ooo as President ofGilat Europe. Prio' to joining
Oll84 M,. Givens was employed hy Global One Communications S.A. from 1996 uno120oo, first .. Chief
Financial Officer and then as Executive Vice President and General Manager for Europe and Easlern
Europe. From 1982 to 1996, Mr. Givens operated Profit Development, a transition management company
he founded to provide temporary management for European and American companies undergoing
corporale change. Prior 10 1982, he held various maoagement aod financial position. with Groupe
Chargeurs from 1977to 1981, Corning Glass Works from 1976 to 1977, Fairchild Camera and Tnstrument
Corp. from 1972 to 1976, Smith Kline Beecham from 1970 to 1972 and Ford Motor Company from 1968
to 1970. Mr. Givens received a bachelor of science degree in finance from Miami University, and a
m"ters degree in international business administration from Columbia University and continued his
studies in post graduate accounting al the Wharton School.

Terms of Directors

Directors are elected at the annual shareholders meeting to serve untillhe next annual meeting of
the shareholders and until their respective successors are elected and qualified. Our Articles of Association
provide that the directors may appoint additional directors (whether to fiUa vacancy 0' to expand the
Board). Our Articles of Association provide that the Board may delegate all of its power> to committees of
the Board os it deems appropriate, subject to the provision, ofthelsTaeli Companies Ordinance (the
llCompanies Lawn). Officers of Gilat serve at the discretion ofthe Board or· undl their successors are
appointed.

Alternate Directors

Our Articles of Association provide that a director may appoint. by written notice to Gila4 any
individual (whether or not such person is then a member oftbe Boarel) to serve as an alternate director,
subject to the consent of the Board if the alternate is not then a member ofthe Board. Any alternate director
shall have all ofthe right' and obligations of the director appointing him or he" except the power to
appoint an alternate (unless otherwise specifically p,ovided for in the appointment.of such altemale). The
alternale di,ector may not act at any meeting at which the director appointing him or her is pr..enl Such
alternate may act as the alternate for several directors and have the corresponding number of votes. Unless
the time period or scope of any such appointment is limited by the appointing director, such appointment is
effective for all purposes and for an indefinite time, but will expire upon the expiration of the appointing
director',teno. Currently, no alternate directors have been appointed.

Board CompensaUon

By resolution ofthe Board and the shareholders adopted in 1996, directo", who are not executive
offic.... receiv~ annual compensation of$10,OOO for their services on the Board or any committee lhereof
beginning in 1996. All ofthe non-management director> are reimbursed for their expenses fo' each Board
meeting attended.

Outside Directors and Audit Committee
/'

Under the new Israeli Companies Law, which became effective February I, 2000, public
companies are required to el~ two outside directors who must meet specified standards of indepe.ndence.
Companies that are registered under lbe laws o£Israel and whose shares are listed for trading on a stoek
exchange outstde oflsrBel, such as our company. are treated as public companies with respect to the
outside directors requiremenl The outside directors may not have any economic relationship with us.
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Therefore any person who was an employee of a company or had a commercial or professional conneetion
with it including controlling shareholders, 25% shareholders, and their relatives or employees cannot serve
as outside directon.

Outside directors are elected by shareholders. The shareholders voting in favor of their election
must include at least one-third of the shares ofthe non.controlling shareholders ofthe company who are
present at the meeting. This minority approval requirement need not be met ifthe total shareholdings of
those non-controlling shareholders wbo vote against their election represent I% or less of all of the voting
rights in the company. Outside directors serve for a three-year tenn, which may be renewed for only one
additional three-year tenn. OUtside directors can be removed from office only by the some special
percentage of shareholders as can elect them, or by a collrt, and then only if the outside directors cease to
meet the statutory qUalifications with respect to their appointment or if they violate their duty ofloyally to
the company. If, when an outside director is eletted, all membera ofthe board ofdirectors ofa company
are of one gender, the outside dIrector to be elected must be of the other gender.

Any committee of the board of directors must include at least one outside director. An outside
director is entitled to compensation as provided in regulations adopted under the Companies Law and is
otherwise prohibited from receiving any other compensation, directly or indirectly, in connection Wlth such
service. Pursuant10 regulation, promulgated under the Companies Law, OUT two independent directors
may be deemed to be o~tside directors.

The Companies Law also provides that publicly traded companies muS! appoint an audit
committee. The responsibilities of the audit committee include identifying irregularities in the management
of the company's business and al'Pro'(ing related party tran.aetion~ as required by law. An audit committee
must consilt ofat least threa members, and include all ofthe company's outside directors. However, the
chairman of the board of directors, .ny director employed by the company or providing services to the
company on a regular basis, any controlling sharehold" and any relative of a controlling shareholder may
not be a member of the audit Gommittee. An audit committee may not approve an action or a trAns'action
with a controlling shareholder: or with an office holder (defined below). unless 1!t the time of approval two
outside directors are serving as members ofthc audit committee and at least one afthe outside directors
was present at the meeting in which an approval was granted.

In addition. the Companies Law requires the boud of direetors of a public company to appoint an
internal auditor nominated by the audit committee, A person who does not satisfY the Companies Law's
independence requirements may not be appointed as an internal auditor. The role of the internal' auditor is
to examine, among, other thing~, the compliance ofthe company's conduct with applicable law and orderly
business practice.

Pursuant to the listing requirements of the Nasdaq National Marke~ we are currently required to
have at least two independent directon on our Board of Directors and to establish an audit committee. at
least a majority ofwb.,.e members are independent ofmanagement. Messrs. Tadmor and Tirosh, both of
whom we believe are independent of managemen~currently serve on the Audit Committee ofthe Board

Nasdaq recently amended its rules to require that Bsred companies h.ve at least three independent
directors on the audit committee, all of whom are fmancially literate and one of whom has accounting or
related financial expertise. We must comply with these amended rules by June 14,2001.

Approva. or Rela ted Party Transactions Under israeli Law
. . /'

The Companies Law codifies the fiduciary duties that "office holders," including directors ana
executive officers, owe to a company. Under the Companies Law, an "office holder'l is a director, general
manager, .chi~fbu5iness manager, de~uty general man.a.g~rJ vice general manager, other manager directly
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subordinate 10 the General Manager or any other person assuming the responsibiJilies ohny of the
foregoing positions without regard to such person's title.

An office bolder's fiduciary duties consist ofa duty of care and a duty of loyalty. The duty of care
requires an office holderto act at a level of c:ve whieh a reasonable office holder in !he same position
would employ under the same circumstances. This includes the duty to utilize reasonable means to oblain
(I) infonnation regarding the appropriateness ofa given action brought for his approval or performed by
him by virtue orbis position and (2) aU other information of impertance perl8ining to the foregoing
Bction•. The duty ofloyalty include. avoiding any conflict of interest between the office hold..... position
in the company and his personal affairs, avoiding any competition whb the company, avoiding the
exploitation of any busine.. opportunity oftba company in order to receive personal gain for the office
holder or others, and disclosing to the company any infomtanon or documents relating to the company's
alTairs wbich the office holder has received, due to his position .. an office holder.

The individual. listed as directors or oxecutive officers in lbe table above would be con.ldered
office holders. Under the Companies Law, all arrangements as to compensation of office holders who are
not directors require approval of our Board of Directors, provided, however, that it was not an
extraordinary transaction under the Companies Law, and provided further that there are no other special
requirements under lhe company'. article. ofassociation. The compensation ofoffice holders who are
directors must be approved by our Audit Committee, Board ofDirectors and shareholders.

The Companies Law require. that an office holder promptly disclo.e any personal interestthot he
or she may have and all related material infonnation known to him or her, in connectiDn with any existing
or proposed transaction by us. In addition, if the transaction i. an extraordinary transaction, that i., a
transaction other than in the ordinary course of business, other than on market term s, orlikely to have a
material impact on our profilability, ...ets or liabilities, tlte office holder must.lso disclose any personal
interest held by tlte office holder's .pou.e, siblings, parents, grandparents, descendants, spouse's
descendllnts and the spouses arany ofthe foregoing. orb)' any corporation in which the office holder is a
5% or greater shareholder, director or general manager or in which he or she has the right to appeintal
least one director or the general manager.

Sometransaetions, actions and arrangements involving an office holder, or athird party in whic~

an office holder has an interest. must be approved by the board ofdirectors or as otherwise provided for in
a company's articles of association, as not being adverse to the company's interest. In some cases, such a .
tran••ction must be approved by the audit committee and by the board of directors itself, witlt further
sh areholder approval required in the case of extraordinary transactions. An office h1J1der who has a
personal interest in 0 matter, which is considered at a meeting of the board ofdirectors or the audit
committee, may not be present durins the board of directors or audit committee discussions and may not
vote on this matter.

The CompanieS Law al,o provides that an extraordinary tran••ction between. public company
and a controlling shareholder, or an extraordinary transaction in which a controlting shareholder of the
company has a personal interest but whieh are between a pUblic company and anether entity, or the !eons
ofcompensation ofa ccnlrolJing shareholder, ifhe is an employee of the company, and the terms of office
ofa controlling shareholder ifhe i, an officer ofthe company must be approved by the audit committee,
the board of directors and shareholders.

The shareholder approval focan eKtraordinary transaction mu.t include .tleast one-third ofthe
shareholders who have no personarln......t in the transaction and are pre.ent at thla meeting. The
transaction can be approved by .hareholders without this one-third approval, if the total shareholdings of
those shareholders who have no personal interest and voted against the transaction do not represent more
than 1% aftlte voting rights in the company. In addition, a private placement ofsecurities that will increase
the relative holdings ofa shareholdei that holds 5% or more ofth.companY' outstanding share capital or
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thlt will cause any person to become, as a result of the issuance, B.holder ofmore than S% ofthe
c<>mpany's outslanding share capital, requires approval by the board ofdirectors and the shareholders of the
c<>mpany.

The Companies Law provides that an acquisition of shares in a public c<>mpany must be made by
means ofa tender off... if.. arcsultofthe acquisition the purchaser would become a 25% sh....holder of
the company. This rule does not apply If there Is already another 25% shareholderofthe c<>mpany.
Similarly, the Companies Law provides that an acquisition ofahares In a public company must be made by
means ofa tender offer if as a result of the acquisition tlte purchaser would become a45% sh....ho\der of
!he company unless there is another person holding at that time more than SO% ofthe voting rights ofthe
company.

Regularions under the Cnmpanies Law provide thar the Companies Law's tender offer roles do not
apply to a company whose shores are publicly traded either outside of Israel or both in and outside of
Isnel, ifpursuant to the applicable foreign securities laws and stock exchange rules there is a restriction on
the acquisition of any level of control of the company, or if the acquisition ofany level of control ofthe
comp,:"y requires 1IIe purchaser ro make a tender offer to the public shareholder.;.

Indemnmeallon 01 Directors and om....

The Companies Law provides .that an Israeli company cannot exculpate an office holder from
liebility with respect to a breach of his duty of loyaity, but may exculpate in advance an office holder from
hi. liability to the company, in whole or in pert, with respect to a breach ofhi. duly ofcare.

The Companies Law provide. that a company may not indemnify an office holder, nor enter into
an insurance contract which would provide coverage for any monetary liability incurred as a result of, any
ofthe following:

• a breach by the office holder of his duly ofloyally unless the office holder acted in good faith and had
a reBsonable basis to believe that the act would not prejudice the company;

• a breach by the office holder of his duly of care if such breach was done intentionally or in disregard
of the circumstances of the breach ofiu consequences;

• any Bct or omission done with, the intent to, derive an illegal personal benefit; or any fine levied
against the office holder as a result of a criminal offense.

In order to allow indemnific.ation in advance for offic.e holders under the Articles of Association
as described, our shareholders shali be required to amend our Articles ofAssociation to include the
following provisions:

• A provision authorizing us to grant in Bdvance an undertaking to indemnify an office holder, provided
that the undertaking is limited to types of events which the board of directors deems to be anticipated
and limited to an amount determined by the board ofdirectors to be reasonable under the
circumstances.

• A provision authorizing us to retroactively indemnitY an office holder.
/.

In addition, pursuant to the Companies Law and our Articles ofASS"';Bt;on, indemnification of
and procurement of insurance coverage for our Office Holders must be approved by our auditcommitiee
and our Board of Directors and, in specified circumstances, by our share.ho1ders.

74

PAGE 7~ OF rH, PAGES
EXHIBIT INDEX ON PAGE Ul

FOR PUBLIC INSPECTION FCC2A000000243



We provide indemnification to our Office Holders to the fullest exlent permitted by law. Our
Articles of Association include a provision to the effeet that, to the extent pennitted by the Companies
Law, we may (i) procure insurance for or indemnity any Office Holder, provided that the procurement of
any such insurance or provision of any such indemnification, .. the case may be, is approved by the Audit
Committee and otherwise 8$ nquired by law and (ij) procure insurance for or indemnify any person who is
not an Office Holder, including, without limitation, any employee, agent. consultant or contractor who i,
notan Office Holder. We have obtained directors' and officer,' liability insurance covering our officers
and directors and those ofour subsidiarie, for cer1ain claims.

ITEM 11: COMPENSATION OF DIRECTORS AND OFFICERS

Compensation of Directors and Officers

The following table sets forth the aggregate compensation paid to or accrued on behalfof all of
our direclnrs and officers as a group for the year ended December 3I, 1999;

All directors and officers as a group (22 persons")

S.faries. Feu. Dlrtttoa' YUh

Commluions apd Bonu"s

$7,195,000

Pension. Rttlre:mtnt
end Simillr Beatfltl

$751,000

·induding thosedircetors and executive officers referred to in Item 4 (except for four personswbo became officers in .
2000), one person who teased being an officer dlJring 1999, and two persons who ceased being directors in 1999.

Through lune IS, 2000, we had granted options under the Stock Option Plans to'ourthen officers
and directors for a total 00,008,727 ordinary 'hares, of which 526,341 have been exercised. See "Item 12:
Options to Purchase Securities from· Registrant or Subsidiarie,."

By Board and shareholder action in July and August 1994, respectively, we authorized future
bonuses to four of our execurive officers, two of wbom are also directors. Such bonuses shall be paid as
follows: if OIlr consolidated operating income (as defmed in the resolution of the Board and the
shareholders) in any year through December 31,1999 is greater than $10 million, we will pay sucb officars
an aggregate one·time bonus in Nj5 equal to $51 P,OOO, Tinked l<> the Israeli CPJ (plus an amount equal to
any taxes payable on such bonus). The bonus w1lJ be divided among them as set forth in resolutions ofthe
Board and the shareholders meeting. The bonus, which wasta be paid as soon as practicable alter the end
of the year in which the operating income exceeded $10 million, was paid in 1998. By Board and
shareholder action in lune and August 1995, the Board was also authorized to grant annual bonuse, to two
officers who are also directors. In February and August \997, the Board and the shareholders authorized an
amendment to the annual bon"" provision, to exclude merger and acquisition costs in calculating net profit
for bonus purpo,es. In May and August 1999, the Board and shareholders autborized the grant ofo bonus
In an officer who i, al,o a director in recognition ofhis efforts in completing the Offering. In FebruarY. .
2000, the Board, ,ubjectto shareholder approval at the next annual meeting, authorized the cancellation of
loan, to two offieers who are also directors, the amendment of their employment agreements for salary and
bonus adjuslnrents, and the grant of options which will commence vesting over a three year period.

Management Employment Agreements

Yoel Gat and Amiram Levinberg, lWq of our co-founders, are currentiy employed under
. employment agreements renewahlwnnually on December 3\ ofeach year. The employment agreements
are subject to earJier1mnination by each officer upon 60 days' notice to us. The agreements provide for an
adjustment to the annual bonuses payable to Messrs. Gat and Levinberg under tbeir employment
agreements, and Mr. Gat's agreement provides for a personal annualaUowance benefit of$150,Ooo to
f;ov~r per"onal expenses related to extended stays in the United States expected to result from the
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integration of Space-net. Among other provisions, such agreements contain non-competition and
confidentiality provisions.

Advisory Board

We have authorized an Advisory Board to be composed of senior members ofthe busIness and
technology community with expertise in areas of our business, who will be expected to advise and assist us
in determining and Implementing our strategic course ofaction, as well as fostering contacts with potential
customers for our products. There are cWTentJy no appointees to the Advisory Board.

ITEM 12: OPTIONS TO PURCHASE SECURITIES FROM REGISTRANT OR
.SUBSIDIARIES

Stock Option Plans

In January 1993. we adopted the Stock Option Plan (Incentive and Restricted Stock Option.) (the
"1993 ISOIRSO Plan") and Section 102 OptionlRestricted Stock Purchase Plan (the "1993 Section 102
Plan") (collectively, the "1993 Plans"). The 1993 Plan. provide for the granting of options and/or rights
to purchase (in the case ofthe 1993 Section 102 Plan) up to an aggregate of318.500 ordinary shares to our
officers, .directors, key employees or consultal!ts or any of our subsidiw:ies.

In June 1995. we adopted the following pions, referred to together as the "1995 Pi..... :

(i) the 1995 Stock Option Plan (Incentive and Restricted Stock Options)(the "1995
IS0IRSO Plan"). which provides for the granting of incentive and restricted stock options for the
purchase ofup to 3,190,000 ordinary shares (increased by 1,250,000 as a result of resolutions of
the Board in August 1999, and February and May 2000, which are subject to approval by.the
shareholders at tho next annual meeting of shareholders;

(li) the 1995 Section 102 Stock Option/Stock Purchase Plan (the "1995 Section 102
Plan"), which provides for the granting of options to purchase up 10 5,120.000 ordinary ahares
(increased by 3,500,000 as a result ofresolutions of the Board in Novemher 1999 and May 2000;
and

(iii) the 1995 Advisory Board Stock Option Plan (the "1995 Advisory Board Plan"),
which provides for the granting of options to purchase up to 150,000 ordinary sbares.

The purpose oflbe 1993 Plans and 1995 Plans is to enable us to attract and retain qualified
persons ...tmploy.... offieers, directors, consultants and adyisors and to motivate such persons by
providing them with an equity participation in Gilat In addition, the 1993 and 1995 IS0IRSO Plan. are
designed to afford qualified optionees certain tax benefits available under the United States Internal
Revenue Cod. of J986, as amended (lb. "Code"). The 1993 and 1995 Section 102 Plans are designed to
afford qualified optionees certain tax benefits under the Israel Income Tax Ordinance, The 1995 Advisory
Board Plan is designed to atlow for the granting ofoptiollllto members of the Advisory Board. The 1993
Plans will expire on January 27, 2003 and the 1995 Plans will expire on June 29,2005 (10 years after their
adoption). unle.. tenninated earlier by lbe Board.

. Each ofthe 1993 Plans an~e 1995 Plans is administered by a Stock Option Committee
appointed by the Board. The Stock Option Committee (comprised of Me.,rs. Oat and Levinberg for .
employees and officen who are not directors and Messrs. Oat, Levinberg and Tadmor for employees who
are also directors) has broad discretion, subject to certain limitations. to determine the persons entitled to
receive options orrightsto purchase ?nder lbe 1993 Plans and 1995 Pions, the terms and conditions on
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which options or rights to purchase are granted and the number of shares subject thereto. The Stock Option
Committee aisa has discretion to detennine the-natureof'the consideration to-be -paid opon the exercise of
an option anelfor right to purchase granled under the 1993 Plans and the 1995 Plans. Such consideration
generally may consist of cash, or, at the discretion ofthe Board, cash and a recoLU'lle promiJsory note.

Stock optio.. i..ucd .. m,,"ntive MOck opli_ punuant ll> both the 1993 e.l\d 1995 ISOIRSP
Plans will only be granled to theemployees of Gilat or ils subsidiaries. The exercise price of incentive
s~k oplions issued pursuanl to both the 1993 and 1995 ISO/RSO Plans musl be at lellSl equal to the rair
market value oflhe ordinarY sbares as of the dale ofthe granl (and, In the case ofoprionees who own more
Ihan 10% of the voling stock, the exercise price must equalalleast 110% of the fait market value oflbe
ordinary shares as of1he date ofthe grant). The exercise price ofrestricted .tock options issued pursuant 10
the 1993 and 1995 ISO/RSO Plans and the 1995 Advisory Board Plan must not be less than the lower of (i)
50% ofthe book value ofthe ordinary shares as ofthe end ofthe fiscal year immediately preceding the
date ofsuch Bran~ or (ii) 50% ofthe fair market value per sbareofordinary shares as ofthe date ofthe
grant The price per share under options awarded pursuant to the 1993 and 1995 Section 102 Plans may be
any price determined by the Stock Option Committee.

Options are exercisable and restrictions on diJposition of share. lapse according to the terms ofthe
individual agreements under which such option, were granted or-sh'Me$ issued. ordinary shares as to which
the rights associated with such shares have not vested will be held by a trustee designated by us.

As of Iune 15.2000, we granted options to purchase alotal of304,950 ordinary shares uoder the
1993 Plaos and 1,896,424 ordinary shares under the 1995 Plans for an aggregate of8,20l,374 ordinary
shares subject to oplions under such plans. The exercise prices for such options vary from $8.12510
$135.50 and all such option. expire at various times from September 2003 to May 2010. Of such options,
3,008,727 options were granted to officers and directors. As of lune 15, options under the plans for a total
of127,286 shares had been exercised.

In December 1992, we granted options outside of any stock option plan to two then officers. One
officer, who has since again become an officer ofGila~ was granted an option to.purchase 24,500 ordinary.._._. _ ..•. _ •.,
share., at ati exercise price of SO.33 per ordinary .hare, and the other was granted an option to purchase
33,333 ordinary .hares at an exercise'price of$1·2.00'pershare; both on terms-and-conditions'comparable'
to those provided for under the 1993 Plans. As of June 15, 2000, 33,333 of these options have been
exercised.

In May 1999, the Board approved the establishment ofa new stock option plan under Section 102
of the Israel IncOlne Tax Ordinance with 500,000 ordinary .hares 10 be reserved for issuance. Management
was directed to prepare the plan and obtain the necessary regulatory approvals. The plan was approved by
the shareholders et the 1999 annual meeting but the request for regulatory approval was withdrawn and
there are no current plans to activate the plan in the ncar,future.

ITEM 13: INTEREST OF MANAGEMENT IN CERTAIN TRANSACTIONS

Shareholder Reglstration Rights Agreement On August 20, 1990, Gilat entered into a
Preferred Stock purchase Agreement with Yoel Gat, Amiram Levinberg,loshua Levinberg, Shlomo Tirosh
and Gideon Kaplan (the "Founders"), Athena Venture Partners L.P. and certain related entitie., DlCFM,
PEC and certcin individual investors (the "Inve.tors") under which the Investors invested atota! of
approximately $3.0 million in exchange for Gilat's Preferred Shares (Which Preferred Shares were
COlIvmed into ordinary shares at the time ofGllat's Inllial public offering). PEC has since transferred Its
shares to ore Loans and ore Loans has replaced PEC as a member of the Investors.ln connection with
such agreement, we entered into a Registration Rights Agreement pursuant to which, among other things,
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(i) we agreed that at any time afterthe earlier of February 28, 1994 or aix montha after
the effective date of the first registration statement for our initial public offering ofsecurities, the
holders of at least 10% of Ibe ordinary shares who were parties to Ibe Preferred Stock Purchase
Agreement could request tIlot we file .. registration statement for such shares (a "demand
registration"),

(ii) we agreed III include the Founders' and Investora' ordinary shares in a registration
proposed after one year following Ibe first registration (a "company regialralion"),

(iii) We agreed to pay the expenses ofa demaod or company regislralion (,ubject to
certain limitations), and

(iv) the Founders and [nvestors agreed that during e period to be specified by us and the
underwriter (but not more th an one year) following the effective date ofa registration slalemenl
for the Company's securities, and to the extent requested by us and the underwriter, they would
not directly or indirectly .ell or offer the share, held by them, except ordinary shares included in
such regi,tration, provided that all officers and directors and all oilier persons with registration
rights enter into a similar agreement

Under the Registration Rights Agreement, we agreed 10 indemnify each of the selling shareholders
and any person who controls any of.uch shareholders, to the extent pennitted by applicable law, against
any losses arising from any a.lleged untrue statement ofa material fact or any alleged omission ofa material
fact in the registration statement or the prospectus for our public offering in Oelober 1995 or from any
violation by Gilat of the Securities Act or the Exchange Act Our indemnity does not cover any lo"es that
arise from any al1egec:l u.ntnLe statement or omission or violation ma.de in reliance upon information
provided to us by such selling shareholder. In addition, each ofthe somng shareholders agreed to
indemnify us and our directors and officers against any losses arising from any information provided to us
by such selling shareholder for use in the registration statement or the prospectus. We had obtained
insurance covering our officers and directors and the selling shareholders to the extent pemitted by law
with respect to certain matters in connection with the registration 'tatement and prospectus for the October
1995 offering.

Transactions with GHat Communication!. [n July 1996, we entered into an agreement with
Gilat Communications Ltd. ("Gilat Communications") under which Gilat Communications has been
granted non-exclusive distribution rights to sen and provide technicai support for our products in South
Africa. In October 1997, we and Gilat Communications entered into a S-year marketing and purcha..
agreem~nt(the 111997 Agreementt1

) that replaced and terminated an eartier agreement entered into in
1993. Pursuant to the 1997 Agreement, Gilat Communications has been gnlOted the exclusive tight to
market the lines of satellite communications products and related components and options, and to proVide
services with .uch products in Israel and areas controlled by the Palestinian Authority. Under the 1997
Agreement, GHat Communications is required to meet certain annual minimum purchase requirements for
each of three spedried categories ofour products, and during the initial term and any renewal term, Gilat
Communications may not, without our prior written consent, engage in certain activities competitive with
our business. IfGilat CommunicatIons satisfies the annual minimum purchase requiremet'lts, the parties are
required to enter into good faith negotiations III renew the 1997 Agreement three months prior to its
expiration. In addition, under the 1997 Agreement, Gilat Communications was granted non."xclu,ive
rights to distribute and sell our products worldwide when and only if sold as part of, or to be used in
conjunction with, Gilal Communi~ons' products.

Throughout 1999, we sold approximately S8.1 million in equipmenllo Gilat Communications for
distribution and as avalue added reseJJer. The sales were in a.ccordance with our standard sale lerms and
conditions. certain of our officers, directors, principal and other shareholders are also shareholders of Gilat
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Communications. For more infonnation regard.ing certain transactions between us and GHat
Communications, see nOles 9 and IS ofNotes to Consolidated Financial Statements listed in Item 19.

Merger-Related Agreements

In conne<:tion willi our lIC<lulsltion ofSpaeenel, we entered Into a Merger Agreemenr and a series
ofrelated agreements. The parties to those agreements include GE Americom which as ofIune 15, 2000
holds approximately 18.7% of our outstanding ordinary shares. The lennS ofthose agreements, and of
certain important provisions oftha Merger Agreement are summarized below.

Post-Closing and Other Adjustments. The Merger Agreement contemplates certain post
closi.g adjustments regarding the possibility of (a) our paying or receiving certain amounts in cuh or (b)
our issuing additional ordinary shares to GE Amencom in respect ofsuch adjustments. Most ofthe post
closing adjustments relate to an agreement between the parties lbat the net assets on the combined closing
balance sheet ofSpacenet and its subsidiaries should equal $85 million and that any shortfall or excess, as
the ease may be, should be addressed through post-ciosing adjuSlmenlS. Other adjustments relate to the
collection ofaccounts receivable, the sale of opec:ified items of Spacener inventolY and the allocation of
certain taX benefits. Pursuant to two settlement agreements entered into by the parties in December 1999,
GE Americom paid us $25 million for polt-closing adjustments and undisclosed liabilities rclated to the
Merger. and for reimbursement ofexpenses.

GE Americom Equipment Pardlase Commitmen~ GE Americom and certain of its affiliates
were commined to purchase $37.S million ofour products through the end of 1999. GE Americom agreed
to pay uS a credit against service fees we owed to GE Americom under certain Satelltte Transponder
Service Agreements, equal to 40% atony shortfalls in this purchase commitment As a result ofthis
agreement, in 1999, GE Americom paid us $IS million.

Inde.mnification. Subject to the limitations set forth in the Merger Agreement. OE Americom
has indemnified Gilat and SpacenOf, and Gilat has indemnified GE Americom, flam and against any losses
arising from indemnified obligations. The indemnification obligations primarily relate to damages arising
from breaches by the other party ofrepresentations and warranties under the transaction documents, as well
as indemnities with respect to specified obligations of each of the parties. The indemnification obligations
were narrowed as aresult of the settlement agreements described above.

The Transitional Services Agreement. Under lbe Transitional Servicea Agreemen~ in
consideration of the issuance of S.SOS ordinary shares, GE Americom provided Spacenet and its
subsidiaries. specified transitional servjces~ including finance services, accounting services) purchasing
services, cash management services) computer-related services) payroll processing services and other
reasonably necessary services, through August31, 1999.

Tbe Trademark Agreement. Under the Trademark Agreemeo~ Geoeral Electric Company has
agreed to grant to Gilat, in consideration of 72,496 ordinal)' shares, a non..xclusive worldwide license to
use the GE 'Ylllbol in connection with certain products sold by Spacenel, Spacener GmbH and Spacenet

. BV, and certain services performed by Gllat, Spaeenet, Spaeenet GmbH and Spacenet BY. Tha Trademark
Agreement requires that Gilat and Spacenet adhere to certain specified permittad uses and standards of
quality. The Trademark Agreement provides that Gllat will use the GE symbol only in connection with the
specified products and services, including use in its packaging, labeling, general publicity,letterheads,
signs and other forms ofadvenising, instructions books and other literature. In addition, the Trademark

.Agreement provides that Gilat wjl1llOt use the GE symbol as part ofa trade name. The term ofthe
Trademark Agreement is three years and it may be renewed under certain circumstances for one additional
year. Gilat has agreed to indemnifY General Electric Company for all claims arising out of the Trademark
AgTO<\ment or the manu~acture of products .or performance ofservices by Gilat under the licensed mar\<.
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The Shareholders' Agreement. At the time of the Spacenet ac<julsitiOll, Yoe! Got, Amirom
Levinberg, Joshua Levinberg, Shlama Tirosh and Gideon Kaplan (collectively, the "Founders Group"),
DlCFM and PEC (colleclively, the "lOB Group"); and Gf, GE Americam, General Electric Finance
Holding GmbH and General Electric Plastics BV (for purpose. of the following description, collectively,
"GE") entered into a Shareholders' Agreement PEe bas since tran.ferred its .hares to DIC Loan>, and
DIC Loans has replaced PEC as a member ofthelDB Group.

Under lite Shareholders' Agreement, the Founders Group, the IDB Group and GE have agreed to
vote their o,dinary shares in order that the Board of Directors ofGilat be comprised of seven members, and
in favo, ofthe respective nominees of each ofthe groups to the following extent:

• The Founders Group will be entitled to nominate three directors, as 10Dg as (i) the
Founders Group collectively owns at least 300/0 ofthe o,dinary shares owned by them

, when the Shareholders' Agreement was signed, o,(ii) at least one of the members ofthe
Founders Group is serving as an employee of Gllat;

• The lOB Group will be entitled to nominate two directors, as long as thelDB Group
collectively owns at least 50% ofthe ordinary .hares owned by them when the
ShllNlholder's Agreement was signed, or one director Ifthe IDB Oroup owns between
25% and 50% of those .bares; and

• GE will be entitled to nominate two directors, as long as GE owns at le~ 50% of the:
ordinary shares owned by GE when the Shareholders' Agreement was signed, or one
director ifGB owns between 33% and 50"10 of tho.e sbares,

In additiOll, eacb of the shareholders bas agreed that itwill vote all of its ordinary shares In
accordance with the recommendations of the Board of Directors in respect of any matter brought to a vote
ofthe .hareholders of Gilat, unless CD the mlllter relates to certain significant merger, restructuring or other
transactions Qr (ii) is directly·and materially adverse to the interest! of the shareholder. The shareholders
have further agreed, for a penod ofthree yean, to vote in favor ofthe retention of Gilat'. present senior
executive omceri in their respective offices.

Under the Sbareholders' Agreement, GE has agreed to certain "stand·still" provisions, Inciuding
agreements not to acquire any assets, businesses or properties of GHat, or any ordinary shares which would
result in GE being the beneficial owner ofgreater than 33% of the ordinary shares of Gilat, without th.
p,ior approval of the holders of a majority ofthe ordinary shares held by the Founders Group or the lOB
Group,

OE bas also agreed not to solicit proxies, can any special meeling ofshareholders of Oilat, or
propose any fonn of business combination involving Oilat. GE'. standstill agreement is subject to a
number ofexceptions, including a release ofany restrictions in the event of a bona fide third party tender
offer, or in the evlltlt that the Founders Group and the IDB Group no longer collectively bold at least 50% 0!!:::::
af the ordinary .hare. beld bY them at tho time tho Shareholders' Agreement was .igned.

Subject to corrain exceptions. the Shareholders' Agreement also provides for restrictions on the
transfe . i or led eofthe ordinary shares held by the GE 'e.for. eriodofthreeyearsfi"omthe
dOte of the Shareholders' Agreement. inelu 109 general restrictions on the dispo.ition of ordinary~o
certain competitors of Gilat In addition, the Shareholders' Agreement will generally provide for pro rata
.rights offirst refusal for the olber P9'tles with respect to the Iran.fer ofany ordinary shares by any other
affiliated party to any independent third party, .

The Registration RIghts Agreement. At the time of the Spacenetacquisition. tb. holders of the
Registrable Securities (as defined below) were granted certain registration rights by Gilat The
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"Registrab~~" generally include the ordinary shares issued to GE and held by GE Or any of its
affiliates, o,':l)y:llllyilther person who is at ,uch time a holder ofShares originally issued to GE and
representilliilltleasi:S% ofthe then outstanding ordinary shares. Gilat initially agreed to the immediate
registratia:n«i£-aU-.glstmble Securities solely in connection with the tnmsfer of such shares to one or more
affiliate, OIfG."JiIIlfRep.tration Rights Agreement also provides for certain demand registration right' of
GE and theilmliloaofRegi5trable Securities. Gilat will not be required to effect any registration during the
pendency oftlertBiablackDut periods. GE also haa the right to participate (SUbject to certain limited
exceptions} Dn,:a'puy-back basis in all registrations ofGilat's securities in connection with any otrering of,
its securilles. The,legistratlon Rights Agreement provides that Gilat will Indemnify the seIling holders of
Registrable~, and that the seIling holders of Registrable Securities will indemnify Gilat, in each
cale, against CllOlIitI\labilities and expenses,lncluding liabilities under the Securities Act, or willeontribute
to payments ilJat:ji"other may be required to make in respeel thereof.

The RlgJaor First Refu,al Agreement. Under the Right of First Refusal Agreement, GE
Americombas~ to Oilat, for a period of three years, a limited right of fIrSt refusal to be the provider
in respect ofanYplIpOSlll by GE Americom 10 obtain (i) any VSAT return channel equipment for
broadcast netwutl<8Id (ii) any Integration services for the incorporation of VSAT return channel
equipment into .'!madcast network. In addition, for a corresponding period, Gilat has agreed 10 grant to
OE Americom dillir.ed right offlTS! refu'allO be the provider in respect of any prop.....1by Gilat to obtain
any additionaillpll<.e' segment capacity on a communications satellite providing services within the United

,States. Gilat has_ agreed that certain Integration services performed by Gilat for OE Americom under
the above.descrillallrlght of first refusal wlll be at a di,count ofat least 20% from the price provided by the
relevant third-panyprovider. Under the Right of First Refusal Agreement, GE Americom has agreed that if
GE Amcricom t.OftRIlllences offering GE*Star services, GE Americom wiJI create adistribution prog~
and will offer Gilaulte right to become a world-wide distributor ofOE"Star services for a thr....year
period pursuant to lle program terms and conditions established by GE Americom.ln addition, ifGB
Americom offers ZlI)'third party an opporrunily to become an exclusive distributor ofGE' Star services in
any territory, Gilatwill generally be offered an opportunity to act 8$ 8. co-exclusive distributor in such
territory. Jf GiJat eJects tc become a distributor ofGE·Star services, OE Americom witl under cenain
circumstances prowi<Ie Gilat a discount on an wholesale GE"Star services.

The Satellite Transponder Service AEreements. Under the Satellite Transponder Service
Agreements, GE Americom has agreed to provldelO Oilat (i) certain protected services on four
transponders on sale1Iite OSTAR4 operated by GE Americom, (Ii) certain protected services on one
transponder on sald1ite GE-] operated by GE Americom, (iii) certain protected services on thr..
tran,ponders on satellite GE·S to be eon'tructed, launched and operated bY GE Amerlcom, (iv) certain
preemptible testing services relating to specified bandwidth and downlink EIRP on one transponder on
satellite SN-3 operaled by Of Amerlcom, and (v) certain protected Ku-band ,ervice on portions ofcertain
transponders on Salilllite GSTAR4 operated by OE Amerlcom. The tenns of the services provided under
each of the Satellite Transponder Service Agreements are specified in each sucb agreement. Generally, th/
services will be provided until the earliest ofthe end ofthe life, date of replacement or failure ofthe
relevant satellite, the date on which the relevant transponder fails or is preempted, or a specified
termination date provided in each agreement. Except in the Case ofthe agreemeni described in clause (Iv),
above, Gilat pays OB Americom a monthly recurring service charge (generally on a per-transponder basis)
in accordance with a schedule provided in each agreement. Subject to certain exceptions, the Satellite
Transponder Service Agreement' provide for Glial to indemnify OE Americom and certain affiliates for
claims arising out ofservices provided thereunder.

The Letter AEreemen~. .tinder the Transponder Letter Agreement dated September 25, 1998,
GE Americom and Gilat have agreed, among other things, that (i) Gilat would analyze Spacenet's current
space segment use and requirements on or before December 31, 1998 and will take certain tran,ponder
capacity on GE Americom satellites at the prices set forth in the Spacenet Letter Agreement described
below and (ii) Gilat will receive long-teno fixed prices which Gilat believes are coml?"titive and certain
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rights offirst refusal for addillonaJ space segment caplCity. Purswmt 10. separate letter agreement, dated
September 25, 1998 (the "Spacenet Letter Agreement"), OE Americom will provide additionai bandwidth
and power as wen .. service protection levels to Spacenet to the extent there is insufficient bandwidth,
power or protecuon levels available to accommodate existing customer requirements under Spacenet's
existing transponder service 8llJ1!emtllllS with OE Americom and third partY providers.

The Tax Matlen Agreement. On September 25, 1998, OE Americom, Spacenet, the Spacenet
subsidiaries and Oilat entered into the Tax Matters Agreement in connection with the Merger Agreement.
Tha Tax Matters Agreement provides for, among other, the parties' responsibility for payment oftaxe',
tiling oftax returns, and control ofany audit Dr othar tax proceeding relallng to Spacenet and the Spacenet
subsidiaries. The Tax Matters Agreement also contains representations, covenants and indemnities relating
to general tax matters Dfthe panies.

The Merger was intended to quaJilY a, a "tax-free" reorganization under Section 368(a) of the
Code. The Tax Matters Agreeme~t contains representations .and cov~nants of the.parties rela~ng to the tax:
free nature of the Merger. In addition, GE Americom agreed to enter into a gain recognition agreement (the
"ORA") with the Internal Revenue Service, in which IIDder certain.circumstanees during the period
ending at the end of the fifth full taxable year ronowing the Merger, OE Americom wilt asree to recognize
gain as if the Merger were taxable to 00. Americom. In connection willl1he ORA, Ollathas agreed in the
Tax Matters Agreement not to take certain action~ including, without limitation, the disposition of the
stock of Spacenet and lhe disposition of"substanllally all" ofthe assets ofSpacenet and the Spacenel
subsidiaries. if doing so would cause 0-8 Americom to recognize gain un.der the ORA. The Tax Matters
Agreement provides !hilt Oi\a~ Spacenet and the Spacenet subsidiaries, on the one hand, and OE
Americom, on the other, will indemnify the other PBrtY from any tax re,ulting from certain breaches of
representations and covenants relating to the tax-free nature oftha Merger. Eaoh party's liability for
purposes of such indemnification will be limiled in certain respects pursuant 10 the lerms ofthe Tax
Matters Agreement.

The Tax Matter; Agreement provides that the amount of any cash that OE Americom has a righl
10 receive under the Tax Matters Agreement or any other agreemenl relaled to the Merger will be reduced
to the extent thallhe receipt of such amount would cause the fair market value of the cash and propertY
other than ordinary share, received by OE Americom in connection with the Merger, in exehange for the
stock ofSpacenet, to exceed 25% of the fair market value ofthe ordinary shares delivered by Oilat to OE
Americom at Closing, SUbject to certain exceptions pursuant to the Tax Matters Agreement.

The Tax Matters Agreement provides that, in certain circumstances. irthe Merger is subjeCtto tax
pursuant to Section 367 or Section 368 of the Code (inCluding, ifOE Americom recognizes gain pursuant
to the ORA), then OE Americom shan, subjecllo applioable Unlled States and Israeli securities laws, be
entitled to sell such nwnber ofordinary shares reasonably necessary in the opinion ofa.nationally
recognized investment bank to realize net prooeeds equal to the amounl ofsuch taX plus the amount of any
tax paid by OS AmeTicom in connection with the saie by GS Arnericom ofsuch ordinaty shares.
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